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                              November 19, 2004 
Council President Joan Bauer 
      and Council Members 
10th Floor City Hall 
Lansing, Michigan 48933-1694 
  
Dear President Bauer and Council Members: 
 
 We are pleased to submit the comprehensive annual financial report of the City of Lansing, 
Michigan for the fiscal year ended June 30, 2004. Responsibility for both the accuracy of the data, and the 
completeness and fairness of the presentation, including all disclosures, rests with the City. To the best of 
our knowledge and belief, the enclosed data are accurate in all material respects and are reported in a 
manner designed to present fairly the financial position and results of operations government wide and of 
the various funds of the City. This management assurance is supported by a comprehensive system of 
internal controls designed to reasonably ensure that assets of the City are protected from loss, theft or 
misuse and to ensure that adequate accounting data are compiled to allow for the preparation of these 
financial statements in conformity with generally accepted accounting principles. Such controls include 
appropriate policies  and procedures, ongoing risk assessment, and monitoring and review processes 
which are communicated throughout City operations. Disclosures necessary to enable the reader to gain 
an understanding of the City's financial activities have been included. 
 
 This letter of transmittal is designed to complement the Management Discussion and Analysis 
and should be read in conjunction with it. The Management Discussion and Analysis can be found 
immediately following the Independent Auditor Report 
 
 The financial reporting entity (the City) includes all of the funds and of the primary government 
(i.e., the City as legally defined), as well as its blended component units. Blended component units, 
although legally separate entities, are, in substance, part of the primary government’s operations and are 
included as part of the primary government. The Lansing Building Authority, the Tax Increment Finance 
Authority and the Brownfields Redevelopment Authority are blended component units. Discretely 
presented component units are reported in a separate column in the combined financial statements to 
emphasize that they are legally separate from the primary government and to differentiate their financial 
position, results of operations and cash flows from those of the primary government. The Lansing 
Entertainment & Public Facilities Authority, is reported as a discretely presented component unit. 
 
 The City provides a full range of services, including police and fire protection; sanitation 
services; the construction and maintenance of highways, streets, sewers, and infrastructure; recreational 
activities and support for human services and cultural events.  
 
 Serving as Michigan's capital since 1848, Lansing was incorporated in 1859 and operates under  
provisions of Public Act 279 of 1909, as amended (the "Home Rule City Act").  The City is located in the 
lower middle of Michigan's lower peninsula and operates under a strong Mayor form of government 
established by 1978 Charter revision. It is a mature core City with a population of 119,286 according to 
revised 2000 Census figures. 
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ECONOMIC CONDITION AND OUTLOOK  
 
 Today, as with much of the past decade, Lansing is the number one passenger car assembly site in North 
America-the “Car Capital”. Through regional economic development efforts and incentives, it has helped to 
secure this position with 2001 construction of the General Motors (GM) Grand River Assembly Plant, a new GM 
stamping plant, and ongoing construction of the new GM Lansing Delta Assembly Plant. These new high 
technology manufacturing centers are considered industry models, replacing facilities with roots that are more 
than 100 years old and helping to secure Lansing’s employment and economic base well into the new century. 
Enhancing economic and employment prospects, as well as GM’s competitive position, Lansing continues to 
work with the Company and neighboring Delta township to attract and house secondary and tertiary sequencing 
suppliers. 
 
 Unlike many other capital goods manufacturing centers, Lansing’s economy is multi-faceted, helping to 
shield the area from some of the more pervasive cyclical trends associated with a strictly manufacturing based 
economy. As the State Capitol, by Constitution, the principle offices of all State Departments must be located in 
Lansing. State government has partnered with Lansing on numerous economic development projects, attracting 
attendant associations and vendors seeking to do business with the State. Lansing is adjacent to Michigan State 
University, a land grant institution with a community service mission, and the largest of the “Big Ten” 
Universities. Two Lansing hospitals, employing more than 8,000 people, have emerged as regional health care 
centers and both are rated among the top hospitals in the country in several medical specialties. Indicative of the 
relative stability of Lansing’s economy, while national unemployment exceeded 6% and Michigan statewide 
unemployment was 6.8% in June of 2004, Lansing unemployment was 5.0 % and the second lowest of 
Michigan’s 16 reporting regions. 
 

Economic Development: Lansing makes strategic use of a “toolbox” of development and redevelopment 
incentives and partnerships, and is continuing a decade of success in attracting investment and reinvestment in 
industrial, commercial and housing sectors. Major ongoing projects include: 
 
 -Boji Development.  This project is now nearing completion and will provide 100,000 square feet of 
privately owned office space near the State Capitol. The State of Michigan will relocate some 700 employees to 
Lansing’s downtown area, including a portion of this facility. Through its Building Authority, the City issued $19 
million in bonds for an adjacent 1,230 space parking ramp. The developer and nearby businesses will guarantee 
lease for most spaces for the 25 year life of these bonds. Bonds were issued in taxable and non-taxable series and 
were rated Aaa from Moody’s Investor Services and AAA by Standard and Poors Corporation. The City 
commitment is conservatively expected  to be self -funding, with new property tax revenue accruing to the City’s 
Tax Increment Finance Authority (TIFA), once relatively minor Brownfields restoration (See “Prudden 
Development” below.) commitments are met. A Core Communities Initiative grant and loan from the State is 
assisting with this project. 
 
 -Prudden Development. As a core City, Lansing's growth has been restricted by the lack of significant 
parcels of undeveloped land, and by the higher costs associated with restoration of obsolete sites (“brownfields”). 
Public Act 381 of 1996 provides for the capture of increased tax value from redevelopment of brownfield sites to 
reimburse developers for costs associated with such restoration, and Lansing is making extensive use of this 
redevelopment tool. In 1998, the City, in partnership with a private developer, received a Michigan Transportation 
Economic Development grant for new road service to an abandoned factory facility (Prudden-Motor Wheel) on 
the City's Northeast side. The City leased a portion of this facility to serve as a North Police Precinct which was 
intended to act as a linchpin to a major redevelopment effort. A significant local engineering and consulting firm, 
and elements of Lockheed-Martin Corporation relocated to the site.  
 
 With the success of the first phase of this development, construction is proceeding on renovation of a four 
story factory building on the site to 110 loft style apartments at an approximate cost to developers of $1.32 
million. The project also includes 120 new luxury rental units on the site at an investment of $8.2 million, and a 
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further 60,000 square foot office development represents an investment of $2.5 million. The City is providing for 
brownfields recapture under P. A. 381 for these projects. The State of Michigan is providing credits against its 
Single Business Tax (SBT) to assist the project. 
 
 -Boys Training Center Development: A 25 acre site which was formerly the State of Michigan’s Boys 
Training School was purchased by the City, and subsequently sold to the Burton-Katzman Company which is now 
constructing some 200 units of private market based housing adjacent to Lansing’s Eastern and Catholic Central 
High Schools and Sparrow Hospital. Representing some $27 million in private development, the project is 
assisted by a brownfield recapture agreement for environmental and site utility costs. The City, through the 
Lansing Brownfield’s Redevelopment Authority (LBRA), issued $2,225,000 in bonds to support this project in 
August, 2004. 
 These Bonds were rated Aa3 by Moody’s Investor Services, and AA+ by Standard and Poors 
Corporation, reaffirming Lansing’s bond rating as one of the highest in Michigan.  
  
 -GM Lansing Delta Assembly Plant. Construction is now underway and expected to be completed for 
production by the Spring of 2006. This project is facilitated by an unprecedented intergovernmental agreement 
between Lansing and adjacent Delta Township under Michigan Public Act 425. The agreement conditionally 
transferred 1000 acres from Delta Township to the City for twenty-five years, with optional renewal, and provides 
for sharing of property tax revenue and services. All income tax revenue will accrue to Lansing, while property 
taxes will be split between the two entities. Subsequent to the agreement, Lansing provided real property tax 
abatement of 50% of the cost of  plant construction, and 100% of new plant equipment under Michigan Public 
Acts 198 and 328. Offsetting these abatements, GM agreed to pay an Infrastructure Recovery and Service 
payment to the City. It should be noted, that the facility under construction and the new stamping plant which has 
already been completed at the site utilize only about 300 acres, leaving significant space for future expansion. 
 
 Despite broad scale development success and low relative unemployment, like much of the industrial 
Midwest Lansing experienced continued challenges in FY 2004. Such challenges were largely attributable to the 
slow pace of economic recovery elsewhere in Michigan, and State government’s responses to resulting revenue 
shortfalls. A mid-year reduction in State Revenue Sharing of $1.2 million was offset through maintaining 
vacancies occurring though position turnover, reduced expenditures for non-essential capital projects, and control 
and monitoring of internal operating costs. Despite shortfalls in income tax revenues from original estimates, 
attributable to a hiring moratorium in State Government, and historically low rates of return on short term 
investments,  the City completed the fiscal year using $139,459 less of its Budget Stabilization Fund, and none of 
the $262,566 in General Fund -Fund Balance which was originally appropriated.. 
 
 FY 2004 represented the first time that the City used funding reserves from its Budget Stabilization Fund 
(BSF). The BSF was established by ordinance in FY 1994-95 with a transfer of $5.6 million from its General 
Fund-Fund Balance. Even after utilizing $2,063,912 from the Fund in FY 2004, $8,293,030 remains available. By 
policy the City may use no more than 20% of its available General Fund-Fund Balance and BSF reserves in any 
one year. This is intended to ensure that large structural deficits are not generated by exhausting such reserves 
before budget balancing measures are undertaken. 
 
 To meet policy requirements and maintain its financial stability, the City has engaged employees and 
Directors within its principal departments in a broad strategic effort to resolve structural issues. It has identified 
and is implementing significant funding change which will occur in FY 2005. Such restructuring will largely 
occur without diminishing services. The original FY 2005 budget included $1.8 million from its General Fund-
Fund Balance and Budget Stabilization Fund. It is now anticipated that it will not need to use any funding from its 
reserves. Examples of funding changes include: Through a joint management labor effort, the City will self insure 
employee health care with appropriate individual and aggregate reinsurance; a rate agreement has been negotiated 
between the City and the Lansing Board of Water and Light to achieve savings in electrical costs; the City has 
increased its liability insurance deductible from $100,000 to $350,000 to better reflect experience history; the 
City’s franchise agreement for cable television is being renegotiated and is expected to increase revenue. 
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 Among other significant financial policies, The City has established a VEBA plan for non-police and fire 
employees beginning employment after 1990. In addition, the City has begun funding for both police and fire 
employees, and those members of the Employees Retirement System who began employment prior to 1990 
through the respective pension systems. While high health care premium increases and revenue shortfall 
precluded voluntary excess contributions in FY 2004, the City has continued to make those contractual and 
actuarial contributions, with a view that such funding will greatly contribute to long term financial stability. A 
revised actuarial study is underway to determine future funding needs. Regarding the City’s two defined benefit 
retirement plans, the Police and Fire Retirement System is 103.8% funded and the Employees Retirement System 
is 86.3% funded as of December 31, 2003. This reflects the Pension Funded Ratio of Actuarial Accrued Liability 
method of measuring the systems’ progress in accumulating benefits when due.  
 
  Also, with adoption of its FY 95 Budget, the City implemented a policy of dedicating a minimum of 4% 
of General Fund expenditures to infrastructure. In most years, the City has exceeded policy funding levels. In FY 
2003, the City increased its policy commitment to 5%, incorporating General Fund support for its Combined 
Sewer Overflow program within its Sewage Fund to partially cash fund the program. In FY 2004, initial support 
exceeded 5%; however, State Shared revenue reductions necessitated deferral of some lower priority activities. 
The original 4% commitment was maintained. Partially offsetting reduced available funding from its General 
Fund, the City utilized project residuals, worked to close several older bond funds, and made planned use of 2003 
Sewage Bond proceeds.   
 
 OTHER INFORMATION  
 
Budgeting Controls. The objective of the City's budgetary controls is to ensure compliance with legal provisions 
embodied in the annual appropriated budget approved by City Council. The City also maintains an encumbrance 
accounting system as one technique of accomplishing budgetary control. Encumbered amounts lapse at year end. 
However, encumbrances generally are re-appropriated as part of the following year's budget. Council appropriates 
to a level of Personnel, Operating Costs, Debt, Equipment, and (where applicable) Contingencies within each 
Department, and delegates expenditure control within these categories to management with specific reporting 
requirements under adopted policy. 
 
Risk Management. The City carries all-risk coverage on all real and personal property and contents. The total 
coverage is $200 million with a $25,000 deductible. Workers Compensation is self insured with excess 
reinsurance coverage for claims exceeding $500,000 from the State Accident Fund. The City carries liability 
coverage in the amount of $16 million per occurrence. 
 
Independent Audit . State statutes require an annual audit by independent certified public accountants. The 
accounting firm of PricewaterhouseCoopers LLP, was selected by the City's Audit Committee. In addition to 
meeting requirements set forth in State statutes, the audit also was designed to meet the requirements of the 
Federal Single Audit Act of 1984 and related OMB Circular A-133. The auditor's report on the general-purpose 
financial statements and schedules is included in the financial section of this report. 
 
Awards. The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for 
Excellence in Financial Reporting to the City for its Comprehensive Annual Financial Report for the fiscal year 
ended June 30, 2003. This was the 26th consecutive year that the City has received this prestigious award. In 
order to be awarded a Certificate of Achievement, the City must publish an easily readable and efficiently 
organized comprehensive annual financial report. This report satisfied both generally accepted accounting 
principles and applicable legal requirements. 
The Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive 
Annual Financial Report continues to meet the Certificate of Achievement Program's requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 
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Acknowledgments. The preparation of this comprehensive annual financial report, on a timely basis, was made 
possible by the dedicated service of the entire staff of the Finance Department. Because of vacancies and a hiring 
freeze, many staff were working in out of class assignments during the audit, and the results reflect the extra 
efforts of all involved.  Each member of the department has our sincere appreciation for their contributions made 
in the preparation of this report and in the financial management of the City. The 26th consecutive GFOA award, 
recognizing their efforts, is well deserved indeed. 
 
 
 
                                       Sincerely, 
 
 
 
                     Tony Benavides                  
         Mayor 
 
 
 
         Glenn Kirk  
                                              Director of Finance 
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